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No one questions the fact of extensive damage to the Panamanian economy, result in part of the
economic blockade, suspension of economic aid, the freezing of $50 million in Panamanian assets,
the non-payment of Canal revenues and local taxes by US companies in Panama by the Reagan
administration. Prior to the US economic sanctions, the government had run up large deficits, and
had borrowed heavily abroad. For a government that cannot print more currency, the freeze of
Panamanian assets in US banks sent the national banking system into a state of crisis. The financial
system in Panama has yet to recover, and rumors of government plans to introduce its own paper
currency are discarded by economists. The latter say the effects of a new currency at this time
would be devastating, mainly in terms of causing spiralling inflation. According to Panamanian
sources, economic activity at present is at about 55% of normal, worse than the low point of
the 1930s Depression in the US. Unemployment has doubled to at least 20%, and is increasing.
Construction activities have declined 95%. Retail sales have dropped 70%, and sales of durable
goods are down 90%. Industrial output is off by 60%, and agricultural production, 30%. [Banking
and other commercial services account for 80% of the Panamanian economy.] Under the auspices
of a "national debate" sponsored by the ruling Revolutionary Democratic Party (PRD), some
Panamanians are discussing the makeup of a new economic model with the objective of reducing
dependency on the US. According to an unnamed Panamanian who has participated in the talks
cited by the New York Times (06/09/88), two models are being considered: Hong Kong and Cuba.
The Hong Kong model is described as an extension of a duty-free trade center to all of Panama,
while a Cuban model would mean, according to the Times, "protectionist collectivism at a sharply
reduced standard of living." The Times cited Tomas Gabriel Altamirano Duque, a senator for the
PRD, and co-owner of La Estrella de Panama, the only non-government newspaper allowed to
continue publishing: "The Americans don't care about the damage to the country...The Republicans
care only about another trophy for the election." According to Altamirano, even assuming the US
overthrows Gen. Manuel Antonio Noriega, "they will create more communism here." He added that
while the left in Panama is small, "it is nationalist, and it is growing."
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